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radiating from the same centre. The end of the whole inquiry- 
is to understand life, and we are not likely to understand any 
other life until after we have understood that which is at our 
doors. 

B. Bosanquet. 
London. 



THE COMBINATION OF CAPITAL. 

It requires but little observation to assure one that the 
competitive system of industry is fast passing away. It is on 
every hand succumbing to trusts and other combinations for 
production and distribution. In agriculture, in some simple 
forms of manufacturing, and in retail trade, competition per- 
sists more or less perfectly, and bids fair to do so for a long 
time to come. But in almost every line of activity where 
combination is possible, and it is possible in nearly all, com- 
bination of some kind either already prevails or is in process 
of establishment. 

Trade combinations are of various sorts. There are mere 
monopolies, where certain parties, few or numerous, sufficiently 
control the entire market to determine the prices at which 
wares are bought and sold. Then there are cases where 
different dealers, not closely bound together, have an under- 
standing not to sell under such and such prices. Pools form 
a third variety of combination. Regular contracts to allow 
special rates in return for exclusive trade are a fourth. Cor- 
ners, of the well-known sort, make a fifth. I mention as sixth 
a form of combination which is usually called a trust, but not 
very properly so. A small firm sells out to a larger one, re- 
ceiving a lease in return, and perhaps also some stock. It 
then goes on in apparent independence, though really under 
the thumb of the purchasing party. 

In the trust proper, or unincorporate trust, making a seventh 
class, several corporations place their stock in the hands of 
certain trustees, who, issuing trust certificates in return for 
such stock, so that the profits of the consolidated concern may 
be properly passed around, yet themselves, owning or at least 
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holding the stock, direct, more or less completely, all that each 
of the corporations does. This is the trust par excellence, made 
so familiar in the earlier history of the Standard Oil Trust, 
the Cotton Oil Trust, the Sugar Trust, and the Whiskey Trust. 
The eighth and last kind of combination is the incorporated 
trust, an arrangement to which most if not all of the old unin- 
corporated trusts have now been driven in order to avoid the 
attacks of the law. This change does not alter the form or 
the purpose of their activity in the slightest. It simply makes 
them legal. 

Although these bandings together of capitalists are now 
usually protected by law, I call special attention to the fact 
that the system of combined business is not originally due to 
legislation, or to any extent kept up thereby. Combination 
has sprung from the very soul of our old, laissez-faire, com- 
petitive sort of industry. These monopolies, daily arising to 
new power and numbers, are the logical and inevitable result 
of that industrial liberty which was formerly our boast. They 
are the products of economic and social forces, not of statutes. 

At the beginning of this century competition was almost 
universally considered a sort of divinely appointed instru- 
mentality for the fixing of prices in a just manner. If, it was 
said, given dealers charge more than cost of production plus 
a living profit, others will undersell them ; if less than this is 
the price, dealers will fail, competition become less severe, and 
prices recover the fair level. 

Men at last saw, however, that competition did not always 
work in this benign way. If the operation specified was the 
normal effect in small and simple industries, quite a different 
result revealed itself in massive and complex production. In 
this, the manufacturer first in the field might charge for his 
products far above cost and reasonable profit, and long con- 
tinue to do so, before capital, ever apt to be timid, would take 
the risk of competing. When, on the other hand, competition 
did begin, it was nearly certain to go too far, pushing prices 
as much below the normal figure as they previously were 
above, leading to crises and failures, with vast losses, to the 
immense net depletion of public wealth. From perception of 
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this destructive agency attending competition arose, in the 
most natural way, the tendency of capitalists to try co-operation 
and be rid of competition. 

Acrimony of competition was not the only force which 
prompted business rivals to join hands. They were pushed 
to this also by the fall in prices fatally incident to the vicious 
monetary system from which the world has been suffering 
since 1873. While prices are going down all the time, men 
are loath to enter upon productive industry without some 
special guaranty of safety and of profit, such as was not neces- 
sary in times of rising prices and industrial prosperity. This 
motive for combination, to gain shelter from industrial heavy 
weather, like the mere wish to escape competition, takes effect 
in a perfectly natural and logical manner. 

The combine is thus the brother of the protective tariff, and 
not its child, as so many allege. Most trusts are little affected 
by tariffs, flourishing about equally whether customs-duties are 
high or low. Some are entirely independent of tariff legis- 
lation. The Cotton Oil Trust is so. Another set would be 
more or less interfered with by a reduction of the tariff. The 
Starch Trust is one of these. It was built upon the tariff, and 
would perish were this support withdrawn. The great Sugar 
Trust has derived little aid from tariff acts, and would not be 
crushed by out-and-out free trade. At least two American 
firms of sugar refiners are strong enough to defy all changes 
in sugar duties. Were these removed, they would at once 
combine with each other, and, if necessary, with foreign 
refiners. 

The Standard Oil Trust is not in any sense indebted to 
customs legislation. There is, to be sure, a duty on petroleum ; 
but it as yet has no effect whatever. After a time it will come 
to mean something. Russian oil is now strongly competing 
with ours abroad. As this competition wax€s severer and 
presses nearer home, our tariff on oil may certainly come in 
to help the Standard keep up its prices. If, after that time 
arrives, the tariff should be thrown off, the Standard would 
almost certainly ally itself with the Russian producers. 

This, I conceive, is going to be the general course of mam- 
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moth industry as the world grows smaller. The governmental 
protection of industries by tariffs will more and more give way 
to self-protection on their part, through international com- 
binations. The tariff question is ere long to be removed from 
politics by the irresistible force of events. 

Lest some think me mistaken in supposing that competition 
is vanishing from the business world, I wish to make it clear 
that monopoly often exists where it does not appear. 

Not a few suppose that monopoly is impossible in an in- 
dustry so long as any sort of competition exists there. If the 
competition is other than formal, this is, of course, true ; but, 
in a great number of businesses where what is called compe- 
tition exists, the competition is not real, but simply formal. 

People affirm that the Standard Oil Trust, for instance, can- 
not be in the enjoyment of a monopoly, because there remain 
active refineries not leagued with it. The argument is thought 
to be re-enforced by the observation that the number of out- 
side concerns has increased, perhaps even doubled, since the 
trust Went into effect. A moment's reflection will show the 
belief to be unwarranted. It is not necessary, in order that 
a great business may be a monopoly, or, what implies the 
same, keep a higher than competitive price upon its goods, 
that it should directly control the entire production. Imme- 
diate mastery of a decided majority is practically the mastery 
of all, and insures to outside dealers as well as to the allies 
whatever advance of price is realized. 

No one will question that the great French Copper Syndi- 
cate enormously elevated the price of copper above what com- 
petition would have made it, yet it purchased only about three- 
fifths of the world's entire product. This enabled it to dictate 
prices to consumers, and all the little producers not in the 
syndicate came in for a part of the advance. 

This syndicate, a combination of the very loosest order, 
lasted nearly eighteen months, and during its continuance im- 
posed upon the commodity in all the markets of the world a 
purely arbitrary price not far from one hundred per cent, above 
what it would naturally have been. 

Every trust or combine known has to encounter formal com- 
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petition more or less severe. If the total absence of this is 
required to secure monopoly, there is not a monopoly on earth. 
The Cotton Oil Syndicate, the Whiskey Union, the Steel Rail 
League, and all the rest throughout the lengthy list, are met 
by a certain species of opposition. They do not mind this, 
however, for the most of them are as sure of a monopoly with 
it as without. 

Combination in industry is to be permanent. Many cling 
to the delusion that these mighty combinations of capital are 
to pass away and the old-time competition to return. Bills 
have been brought before half the legislatures of the Union 
to compel free competition by making trade syndicates abso- 
lutely illegal. To my mind there is no question that such 
legislation will be vain. The age of competition, as we have 
known it, has gone forever.* Recall it? As well try to 
waken the dead. In simple industries, whose capital is small 
and little specialized, competition has worked well and will 
continue. The weakest part}'- drops from the strife to-day, to- 
morrow the next weakest, and so on. But each loss is slight. 
The unfortunate employer lets himself for wages, and his stock 
passes to creditors. In such businesses competition is the best 
practical way to insure a healthy life. Not so when- the con- 
testants are industrial Titans, each with a plant worth its 
millions, much of it so specialized that to relinquish business 
is to sink it utterly. In such cases, which more and more 
each year represent the world's industry, competition cannot 
end with a little friction. It grinds, and, in time, kills. The 
great mill, placed at a disadvantage by position, by some tariff 
act, or perhaps by railway discrimination, is yet forbidden to 
shut down. That were to lose all. Better keep running and 
lose less than all. The least penny over fixed charges and 
running expenses is better than nothing. Down at least to 
that dead-line the strife is certain to go on, the stockholders 

* On this see the author's article, " Individualism as a Sociological Principle," 
Yale Review, May, 1893. Other thoughts to be touched upon are more fully 
treated in " The Economic Law of Monopoly," "Journal of Social Science for 
1889, and in " Trusts according to Official Investigations," Quarterly Journal 
of Economics, January, 1889. 
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impoverishing themselves that their mill may compete. At 
last a bankrupt sale ensues, machinery going for junk, the 
building left to collapse from decay. The victors survive, but, 
of course, poorer because of the war. Here, too, competition 
has proved a regulator — as Csesar kept the peace in Gaul. 

Men have learned of a much milder and more successful 
regulator — combination. Instead of keeping up that mortal 
conflict, they unite, pool their interests, make common cause 
against others trying to enter the field, parcel out the produc- 
tion in as fair a way as possible, and fix buying and selling 
prices so that all alike may realize gains. No part of the 
causality involved in this process is of a temporary nature. 
The history of the Standard and Cotton Oil Trusts makes it 
certain, it seems to me, that a combination of this sort, in- 
volving an absolute monopoly, which no power on earth can 
overthrow, may, with proper skill and capital, be set up in 
almost any substantive industry. 

One of the causes mentioned which brought about the 
military organization of capital, I mean the long-continued 
fall in general prices, may, of course, pass away, though there 
is too little present prospect of this ; but the influence of it 
has been affecting us long enough to let the world behold 
how good and how pleasant it is for business brethren to dwell 
together in unity, and I do not believe that the lesson is ever 
to be unlearned. Not hap or whim has made combination 
the industrial fashion of the day, but rigid social laws ; nor is 
there any prospect that these will ever cease to have this effect. 
Every great industry is destined to take. on complete solidarity 
of organization, and to maintain the same in perpetuity. 

These monopolies may work society immeasurable evil. 
Unless somehow regulated, they will certainly so result. The 
system of combines is not to be held responsible for the 
doubtful methods and rapacity which some of them have dis- 
played in coming into existence. Rank rebates on freight 
extorted from railroads, summary methods with competi- 
tors, and so on, whether justifiable or not, will not continue. 
Reasonable foreboding points in a different direction. 

I ask the reader specially to note, for it is widely overlooked 
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or denied, that when a business comes under the trust form, 
no mere economic law is going to force it to deal fairly with 
society. So far as economic law is concerned, it may, and, 
unless seriously, systematically, looked after, probably will, 
prove rapacious instead. 

When a commodity is produced under trust conditions, cost 
does not regulate selling prices. This is done quite arbitrarily 
for a time, the seller's whim being perhaps sobered a little by 
his memory of old competitive rates. Slowly, caprice gives 
way to law; but it is a new law — that of men's need. In 
other words, the tolerance of the market now governs price. 
Prices go higher and higher till demand, and hence profit, 
begins to fall off, and they then play about the line of what 
the market will bear, much as they used to play about that of 
cost. The producer can be more or less exacting, according 
to the nature of the product. If it is a luxury, he may not 
be able to elevate prices greatly above the old notch. If it is a 
necessity, he may bleed people to death. 

The price cannot, of course, permanently fall below the cost 
of production ; but, if the monopoly is close and the article 
one of necessity, it may indefinitely exceed cost. In rare cases 
this might occur with a luxury. Should fashion create among 
the wealthy an intense desire for Constantia wine, a pipe of it 
costing one hundred dollars might sell for one hundred thou- 
sand dollars. Let Constantia become indispensable to life, 
and the ratio of selling-price to cost would be vastly greater 
than that. 

This contention is not invalidated by the fact that few, if 
any, of the combinations now existing have as yet raised 
prices up to the full tolerance of the market. There are many 
reasons why they have not. But that it will be done in due 
time, provided these powerful embodiments of capital are left 
unbridled, to the play of mere economic law, is as sure as fate. 

Trusts threaten the people with a graver evil than that of 
exorbitant prices, that of apathy toward industrial improve- 
ments and inventions and tardiness in adopting such. Com- 
petition has been a keen spur to the betterment of methods in 
production. The danger is that now, so soon as all the pro- 



328 International Journal of Ethics. 

duction in a given line comes under a single management, old 
methods will be thought sufficient and kept in use long after 
competition would have cast them aside. 

To realize the seriousness of this peril we must remember 
that the present state of things, in which, owing to the exist- 
ence, still, of alert would-be rivals in their business, even the 
firmest monopolies neglect improvements at their peril, this 
cannot always last. That mighty motive to improvement 
must at length cease to act. The evil confronting us will 
tlien be not an army of combines knowing that all sorts of 
bettered methods are abroad yet stubbornly refusing to adopt 
them, but a downright dearth of invention and inventiveness 
due to lack of incentive. I cannot but think that in this im- 
portant regard the system of trusts is obnoxious to the same 
criticism nearly always made against socialism. 

Another momentous and threatening change must attend 
the general marshalling of industries in companies and bat- 
talions. This marshalling is to bring with it a subordination 
of men to men, of the many to the few, more complete than 
has ever prevailed since feudalism. It will introduce in effect 
a new feudalism, with the chance that in the new, lords and 
vassels will be very lacking in the mutual love and sense of 
mutual responsibility prevalent under the old. Nor does it 
appear how long a political democracy that shall be more than 
a name can endure in face of such an aristocratic industrial 
organization. 

Monopoly may work injustice without appearing to do so. 
The law of monopoly price shows its full significance only 
when industry is considered dynamically. Whereas a regime 
of competition inevitably tends to throw into the lap of con- 
sumers all the benefits arising from improved processes in pro- 
duction, monopoly tends to retain all these in producers' hands. 
It may thus come to pass that, even when prices experience 
no absolute rise, or even fall a few points, they still range far 
above what they would have been if governed by competition, 
the producer pocketing all the gains afforded by new inven- 
tions in machinery and methods, whether made by himself or 
by others. 
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In a case like this, the circumstance that prices have not 
risen makes it specially easy to deceive the public. The profits, 
how exorbitant soever, are not likely to be published ; and the 
fact that they arise more or less at the expense of all of us, 
since now, though we pay no higher than formerly, we still 
do pay more than we should have had to pay with competition, 
is too recondite for popular attention. Press and platform 
echo the praises of such a monopoly, when it may, in fact, be 
a much worse leech upon the body politic than another which, 
having elevated prices a little absolutely, is deafened with a 
perfect diapason of anathema. 

If the lessened cost of the article is entirely due to the 
monopoly, or to the skill and exertions of those who profit 
thereby, many will be of the opinion that the monopolists 
have a right to all the gains thus arising. Massed capital and 
centralized control are tremendous advantages, and may be 
made vastly to cheapen production. Ought not those to reap 
the gains who render possible these better conditions of in- 
dustry ? Ought not society gladly to acquiesce in an arrange- 
ment, though perhaps excessively profitable to a few, which 
furnishes it a given line of products as cheaply as competition 
ever did ? 

This is a very important ethical question. Its bearings are 
too manifold for full discussion here. Permit a remark or two, 
however. Monopolists often utilize, to swell their own divi- 
dends, improvements which they had no hand whatever in 
originating, and of which they have gotten the control by the 
most doubtful means. To the proceeds of these society has 
as good a claim as they. 

Again, it seems clear that society's right, whether enforce- 
able or otherwise, to participate in the advantages which the 
bettered means of production in any department afford, is not 
cut off at the limit which invention had reached when the 
monopoly was established. Some advancement would surely 
have been made had competition continued. This would then 
naturally have accrued to the weal of all of us ; and the use 
of any means to thwart such a result would have been de- 
nounced as an infringement of our rights. If that judgment 
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would have been just, the public is justified in demanding at 
least that share in the present profits of any form of produc- 
tion now monopolized which would have fallen to it had not 
the monopoly arisen. Hence, even if we limit society's right 
in the manner just indicated, the mere truth that a monopoly 
has not elevated prices is no proof that its riches have not been 
gotten in part at the expense of consumers. 

But I, for one, should not always agree to this limitation of 
the social claim, since, though an existing monopoly may have 
effected colossal saving, as much as you please beyond what 
would have been possible with competition, and may have 
shared these gains with the public so as to lower prices a little, 
it does not appear but that a different private monopoly or con- 
trol by the state itself might have done for the public far better 
still. Patent rights are limited, however probable it may now 
and then be that but for the patentee the improvement would 
never have been made. 

The plea is sometimes interposed that no harm can come to 
people in general, let monopoly profits be never so high, for 
the reason that the winners cannot possibly keep to themselves 
what they get. The wealth cannot remain piled up, it is said, 
but the very motive which prompted the amassing of it must 
lead to the spending of it ; and this cannot take place without 
a wide and rich dissemination of its benefits. 

Such as find comfort in this thought are very easily pleased. 
The same logic could be employed to justify the creation of 
financial princes by taxation outright. Any such policy would 
desperately discourage wealth-creation, even if every cent of 
the vast piles were to be productively spent. The greater part 
might be invested abroad — profitably for owners, at little less 
than dead loss to their fellow-citizens. But a generally lucra- 
tive employment of so great wealth, either at home or abroad, 
could not be expected. Excessive incomes, save in rarest 
cases, however thriftily intentioned their recipients may be, 
cannot be invested in the wisest manner. But economists 
are forced to observe that inordinate wealth almost inevitably 
tends to impair thrift, leading its possessors to prefer unpro- 
ductive to productive forms of expenditure. 
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There is hope that combination in industry may, after all, 
become an immense net advantage to humanity. 

While it is unfortunately true that the central control of 
each great business must dull the old spur to improvements 
in production, it is to be noticed that combinations open vast 
possibilities of improvement which, if another motive to the 
utilizing of them can be in any way provided, will change the 
world. In illustration of these new possibilities, I need refer 
only to the pipe-line system for transporting crude petroleum, 
the colossal scale on which cotton-seed is now pressed, the 
tank steamers which carry oil across the ocean, the glorious 
and successful campaign of market-making in which the two 
oil trusts are engaging in Europe and Asia, and the lucrative 
by-industries which these as well as the Sugar Trust carry 
on. For stupendous undertakings like these competition was 
utterly inadequate. 

Combination's benign power in co-ordinating industry is 
manifest in another sphere. Socialists have said none too 
much about the destructive cross-purposes and lack of system 
which of necessity prevailed when production was unregulated. 
Let the business man be as careful as he may, under the style 
of business once prevalent he cannot but take most dangerous 
risks. Competition offers but the roughest means for ascer- 
taining what the next season's demand for this or that line of 
goods is to be, and still fainter hints touching the output to 
be expected from one's rivals. Amid such uncertainty, every 
year's operation of a manufactory is to great extent a game 
of hazard. Prices fluctuate abnormally, deranging and dis- 
couraging industry. Lines of business are over-wrought, 
begetting glut and necessitating sales below cost; needless 
plant is set out, which must decay or burn. Losses in these 
ways are beyond computation, and so much the more sad in 
that they might be avoided. Through such waste of capital 
interest rises, and wage-yielding businesses which might have 
flourished are prevented from starting. 

The prevention and destruction of wealth in these ways are 
great enough to make some economists doubt whether the 
trust-system does not, at its worst, effect for society some net 
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saving. I do not think it as yet benefits society thus ; but it 
is very certain that in this matter of haphazard and amorphous 
production, trusts compass vast economy for some one. They 
forecast the demand and regulate supply accordingly, much as 
would occur under Socialism. Then, in providing the needed 
store, massed capital and centralized control offer incalculable 
advantages over the old go-as-you-please way of producing. 
That the intrinsic cost of commodities turned out by organized 
industry is less than it would be under competitive production, 
no one can deny. The question is, how much, if any, of the 
saving thus effected finds its way into consumers' pockets. 
The point for society to aim at is to continue all the advan- 
tages of monopoly, increasing them if possible, while prevent- 
ing the monopolists themselves from going to sleep or retain- 
ing more than their just share of what they make. Society 
wishes to utilize the Trust with all its actual and possible 
economies in production, and to devise some means, as efficient 
as competition used to be, for breeding inventiveness and for 
draining into its own till all the savings of all business after 
paying producers the cost of production plus a generous 
profit. 

Three schemes for doing this have been proposed: I, So- 
cialism ; 2, the assumption by the State of all monopolized 
production ; and 3, regulation. 

The first, Socialism, is simply the system of trusts made 
universal, all land and productive wealth belonging to the one 
great, all-inclusive trust, and every citizen being in effect a 
holder of trust certificates. This plan would be attended with 
many and insufferable difficulties, which it is impossible to 
review in this place. 

It has also been proposed, in order to secure to society the 
benefits of massed capital under central management, that the 
State assume, not indeed all industries without exception, but 
all such as naturally take on the monopoly-form. Advocates 
of this policy usually have in mind businesses like railroads, 
the telegraph, and mines, — those, that is, which never have 
been and cannot be subject to competition. 

Whatever reasons there have been heretofore, in a discus- 
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sion like ours, for distinguishing these from the other substan- 
tive industries of the civilized world, there is none now. All 
are or are soon to be monopolized. The proposal now under 
consideration would, then, practically amount to socialism, 
which, as just remarked, is not to be thought of except as a 
fate. I have no doubt, for my part, that many industries now 
in private hands will sooner or later be bought by the public 
power, and I would unhesitatingly vote for thus dealing with 
any one of them so soon as it proved defiant or subversive of 
the general good. Until this is clearly the case with any given 
one, regulation should be the method of dealing with it rather 
than assumption. 

Many Socialists themselves admit that, till men are morally 
better, grave dangers must attend any enlargement of State 
participation in industry. That policy gives scope for cheat- 
ing ; it is apt to render workmen indolent ; and it narrows the 
field for invention and other splendid forms of personal initia- 
tive. It is not wise, then, for the State to undertake industry 
faster than this is necessary for public protection. Try regu- 
lation in every case until it certainly fails. No systematic 
effort to regulate monopolies in the public interest has yet 
been made except in the case of the railways, and even there 
the effort is as yet none too serious. We shall become serious 
in this endeavor soon, and carry it further. Nothing would 
be easier, in most industries, than to insure the public against 
wrongs, while at the same time avoiding all injustice to stock- 
holders and bond-holders. We should be as careful to do no 
wrong as to suffer none. 

But supposing that we can rely upon the regulation of 
massed industry by public authority to shield us from rob- 
bery in the form of exorbitant prices, where shall we look for 
that spur to the invention of improved machinery and of pro- 
cesses which has been the glory of competitive industry ? and 
what is going to put such a spirit into the coming feudalism 
as may render it a blessing, or at least save it from being a 
curse? Society wants all the good which banded industry 
can bring it through the agency of great capital and orderly 
control ; but these benefits alone will not compensate for the 
Vol. IV. — No. 3 23 
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loss of civil liberty or for the decadence of genius in invention 
and initiative. If the new age of industry is to advance 
humanity instead of causing retrogression, something must 
come with it that shall conserve freedom and enterprise. If 
the solidarity of industry is in store, as I believe to be the 
case, unless it is to bring some such preservative accom- 
paniment, the outlook is gloomy indeed. What can we 
hope? 

That is a question which political economy does not answer. 

It brings us to one of the very numerous points where 
political economy abuts upon ethics. That the approaching 
industrial age may carry our dear humanity a step nearer its 
millennium, moral betterment must come to men. We must 
have more philanthropy, richer, more solid character, willing- 
ness in men to do for love what hitherto only money could 
induce. Nor is this humanity's imbroglio here alone. At 
every point, economic advance, increase in temporal good, 
waits, in last analysis, upon spiritual advance, increase in 
moral good. 

Let us recapitulate. 

We have seen that the competitive system of industry is 
fast giving way to one of combination ; that this is not due, 
in any extent, to legislation, but springs out of stringent social 
laws ; that solidarity in industry often exists when it does not 
appear ; that such solidarity is not a transitory phenomenon, 
but destined to be permanent ; that this monopolistic form of 
industrial organization has in it the power to work society 
great evil; that it often produces ill consequences without 
appearing to do so ; that there is, indeed, hope, after all, of 
its bringing to society immense net advantages ; but that no 
such happy result can come save on the condition of men's 
moral improvement. 

E. Benj. Andrews. 
Brown University. 



